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GHILQHGDV³DFRQMRLQLQJRIWKHJXDUDQWRU¶VOLDELOLW\WRWKHOLDELOLW\RIWKHJXDUDQWHHG´DO=XKD\OLDO6KDUELQL
'XVXNL6KDULIDK)DLJDKHWDO(YHQWXDOO\,VODPLFEDQNDFWVDVWKHJXDUDQWRURQEHKDOIRIWKH
EX\HULPSRUWHUWRUHOHDVHWKHLUJRRGVIURPWKHVKLSSLQJFRPSDQ\0RUHLPSRUWDQWO\,VODPLF6*LQ,VODPLFEDQNVLVD
VHUYLFHWKDWSURWHFWVWKHLQWHUHVWVRIFXVWRPHUVVSHFLILFDOO\WRUHOHDVHWKHJRRGVDIWHUSODFLQJWKHPZLWKWKHVKLSSLQJ
FRPSDQ\ZLWKRXW WKHSUHVHQFHRIELOO RI ODGLQJ %DQN ,VODP0DOD\VLD%HUKDG3DQJ%DVLFDOO\ WKH
,VODPLF6*LVGHILQHGVLPLODUO\WRWKHFRQYHQWLRQDO6KLSSLQJ*XDUDQWHH6*
,VODPLF6*IDFLOLW\LVRQHRIWKHLPSRUWDQWWUDGHILQDQFHIDFLOLWLHVRIIHUHGLQ,VODPLFEDQNV1RUPDOO\WKHFXVWRPHU
ZKRLVWKHEX\HULPSRUWHUKDVDOUHDG\UHFHLYHGDILQDQFLQJIDFLOLW\IURPWKH,VODPLFEDQNQDPHO\/HWWHURI&UHGLW/&
MurabahahPDUNXSVDOHILQDQFLQJLQRUGHUWRSD\IRUWKHJRRGVWRWKHVHOOHUH[SRUWHU7KH,VODPLFEDQNVZLOOXVH
WKHFRQWUDFWRImurabahahWRSXUFKDVHWKHUHTXLUHGJRRGVIURPWKHVHOOHUH[SRUWHUDWWKHFRVWSULFHDQGVHOOWKHPWR
WKHEX\HULPSRUWHUZLWKDSURILWPDUJLQ'XVXNL7KHEX\HULPSRUWHUUHDOO\QHHGV,VODPLF6*SDUWLFXODUO\GXULQJ
WKHHQWUDQFHRIWKHVKLSWKDWFDUULHVWKHLUJRRGVWRWKHSRUWDQGWKHGHOLYHU\RIWKHJRRGVE\WKHEX\HULPSRUWHUPXVWEH
GRQHZLWKLQWKHSUHVFULEHGSHULRGZLWKLQWKUHHGD\VZKLFKKDVEHHQDOORZHGE\WKH3RUW$XWKRULWLHV3RUW.ODQJ
$XWKRULW\:KHQWKHEX\HULPSRUWHUGRHVQRWFRPSO\ZLWKWKLVKHKDVWRLQFXUDQDGGLWLRQDOFRVWVXFKDVWKH
GHPXUUDJHFKDUJHV7KXVLQRUGHUWRVROYHWKLVSUREOHPWKHEX\HULPSRUWHUKDVWRJHW,VODPLF6*IURPDEDQNWR
UHOHDVHKLVJRRGVIURPWKH3RUW$XWKRULW\,WLVDQRUPDOSUDFWLFHIRUWKHFXVWRPHUWRJHWWKH,VODPLF6*IURPWKHVDPH
EDQNWKDWRIIHUVKLPWKH/&MurabahahILQDQFLQJ
+RZHYHUWKHRSHUDWLRQRI,VODPLF6*PD\LQYROYHWZR6KDULDKLVVXHV6RPHUHVSRQVHVZHUHREWDLQHGIURPWKH
LQWHUYLHZVFRQGXFWHGUHJDUGLQJWKHLVVXHV$FFRUGLQJWR5SHUVRQDOFRPPXQLFDWLRQIURP6WDQGDUG&KDUWHUHG
6DDGLT %HUKDG WKH ILUVW 6KDULDK LVVXH VHHPV WR DSSHDU SDUWLFXODUO\ WKURXJK WKH LQH[LVWHQFH RI JRRGV GXULQJ WKH
H[HFXWLRQRI/&MurabahahILQDQFLQJEHWZHHQWKHFXVWRPHUDQGWKH,VODPLFEDQNDIWHUWKHLVVXDQFHRI,VODPLF6*E\
WKHEDQN2QHRIWKHHVVHQWLDOFULWHULDRIVDOH al-bay’LQ,VODPLFSULQFLSOHLVWKDWWKHJRRGVPXVWEHLQH[LVWHQFHGXULQJ
WKH H[HFXWLRQ RI FRQWUDFW µaqd $EGXO 5DKPDQ  6LQFH /&Murabahah ILQDQFLQJ LV D VDOH FRQWUDFW WKH
H[LVWHQFHRIWKHJRRGVGXULQJWKHFRQWUDFWH[HFXWLRQLVFUXFLDOWRPDNHWKHFRQWUDFWYDOLG
(YHQWXDOO\WKHUHDUHWZRSUDFWLFHVWKDWDUHFRPPRQDPRQJWKH,VODPLFEDQNVZLWKUHJDUGWRWKLVLVVXH7KHILUVW
SUDFWLFHLVZKHUHWKHH[HFXWLRQRIWKH/&MurabahahILQDQFLQJFRQWUDFWE\VRPH,VODPLFEDQNVLVGRQHWRJHWKHUZLWK
WKHLVVXDQFHRI,VODPLF6*2QWKHRWKHUKDQGWKHVHFRQGSUDFWLFHFRPHVWRH[LVWZKHQVRPH,VODPLFEDQNVH[HFXWH
WKHFRQWUDFWRQO\DIWHUWKHDFFHSWDQFHRUDUULYDORIWKHRULJLQDOELOORIODGLQJ,QGHHGWKHUHLVQRDSSDUHQW6KDULDKLVVXH
ZLWKWKHILUVWSUDFWLFH+RZHYHU WKHFRQFHUQZRXOGEHRQWKHVHFRQGPDQQHURISUDFWLFHVLQFHLW LQYROYHV6KDULDK
LVVXHZKHUHWKHUHLVDQXQFHUWDLQW\RUghararHOHPHQWWKDWPD\DSSHDURQWKHH[LVWHQFHRUSRVVHVVLRQRIWKHJRRGVLV
VWLOOZLWKWKHFXVWRPHUSDUWLFXODUO\GXULQJWKHH[HFXWLRQRIWKHmurabahahFRQWUDFW
$QRWKHULVVXHRUFRQFHUQLQ,VODPLF6*LVZLWKUHJDUGWRWKHOLDELOLW\RIWKHEDQNWKDWLVVXHVWKH6*UHPDLQVXQWLO
6* LV FDQFHOOHG 5 SHUVRQDO FRPPXQLFDWLRQ%DQN0XDPDODW0DOD\VLD%HUKDG  7KLV LV GXH WR WKH QRQ
H[LVWHQFHRIH[SLU\GDWHLQWKH,VODPLF6*FRQWUDFW(YHQWXDOO\WKLVSUDFWLFHZLOOREYLRXVO\H[SRVHWKHEDQNWRULVN
7KHUHIRUH WKHILUVWREMHFWLYHRI WKHSDSHU LV WRH[SODLQWKHGLIIHUHQFHEHWZHHQWKHQDWXUHRIFRQYHQWLRQDOVKLSSLQJ
JXDUDQWHHDQG,VODPLF6*6HFRQGO\WRLQYHVWLJDWHWKHHVWDEOLVKPHQWRI6KDULDKLVVXHVDQGOLDELOLWLHVLQYROYLQJ,VODPLF
6*DQGWKHPDQQHULQZKLFK,VODPLFEDQNVWDFNOHWKRVHLVVXHV
0HWKRGRORJ\
7KLVUHVHDUFKDGRSWHGWKHTXDOLWDWLYHPHWKRGRORJ\ZKHUHLQWHUYLHZVZHUHFDUULHGRXWZLWKVHOHFWHGEDQNHUVIURP
,VODPLFEDQNV7KHVHEDQNHUVDUHWKHWUDGHILQDQFHIDFLOLWLHVH[SHUWVLQFOXGLQJ,VODPLF6*)DFHWRIDFHLQWHUYLHZV
ZKLFKLVDOVRNQRZQDVWKHVHPLVWDQGDUGL]HGLQWHUYLHZVZHUHFRQGXFWHGZLWKWKHEDQNHUVIURPWZHOYH,VODPLFEDQNV
WKDWRIIHU,VODPLF6*LQRUGHUWRJDLQLQIRUPDWLRQEHFDXVHRIVFDUFLW\RISXEOLVKHGPDWHULDOVRQ,VODPLF6*0RVW
RIWKH,VODPLFEDQNVDUHWKHIXOOIOHGJHG,VODPLFEDQNQDPHO\%DQN,VODP0DOD\VLD%HUKDG%DQN0XDPDODW0DOD\VLD
%HUKDG$O5DMKL%DQNLQJ	,QYHVWPHQW&RUSRUDWLRQ0DOD\VLD%HUKDG.XZDLW)LQDQFH+RXVH0DOD\VLD%HUKDG
DQG$VLDQ)LQDQFH%DQN%HUKDG7KHUHVWDUHWKH,VODPLFVXEVLGLDU\EDQNVVXFKDV$IILQ,VODPLF%DQN%HUKDG$OOLDQFH
,VODPLF%DQN%HUKDG&,0%,VODPLF%DQN%HUKDG+6%&$PDQDK0DOD\VLD%HUKDG0D\EDQN,VODPLF%HUKDG5+%
,VODPLF%DQN%HUKDGDQG6WDQGDUG&KDUWHUHG6DDGLT%HUKDG$OOWKHEDQNHUVRUWKHUHVSRQGHQWVZHUHQRWZLOOLQJWR
GLVFORVHWKHLULGHQWLWLHVIRUWKLVUHVHDUFKDQGWKH\FKRVHWRUHPDLQDQRQ\PRXV7KH\DUHPDUNHGDV5WR5
65 Sharifah Faigah Syed Alwi et al. /  Procedia - Social and Behavioral Sciences  219 ( 2016 )  63 – 68 
)LQGLQJDQG$QDO\VLV
7KHUHDUHDIHZLQWHUHVWLQJLVVXHVUHODWHGWR,VODPLF6*WKDWFDQEHKLJKOLJKWHGDQGGLVFXVVHGLQWKLVSDSHU

3.1 The comparison of conventional and Islamic SG 
%DVHGRQWKHH[SODQDWLRQDQGSXUSRVHRIERWKFRQYHQWLRQDODQG,VODPLF6*LWLVYHU\FOHDUWKDWWKHUHDUHQRWPDQ\
GLIIHUHQFHVEHWZHHQWKHPH[FHSWWKDW,VODPLF6*LVGHYHORSHGEDVHGRQkafalahFRQWUDFWDQGZLWKUHJDUGWRWKHIHHV
LPSRVHGWRWKHFXVWRPHUVRQ,VODPLF6*LVVXDQFH)HHVDUHFKDUJHGE\WKHFRQYHQWLRQDOEDQNVRQWKH6*IROORZLQJ
WKHVWDQGDUGUDWHUXOHGRULVVXHGE\WKH$VVRFLDWLRQRI,VODPLF%DQNV0DOD\VLD$%05SHUVRQDOFRPPXQLFDWLRQ
0D\EDQN,VODPLF%HUKDG+HQFHWKH,VODPLFEDQNVDUHXVLQJWZRPHWKRGVRQWKHIHHFKDUJHVIRUWKHLVVXDQFH
RI ,VODPLF6*7KH ILUVWPHWKRG LV IHHV IRU ,VODPLF6*DUHFKDUJHG IROORZLQJ WKHFRQYHQWLRQDOEDQN¶VSUDFWLFH LQ
FKDUJLQJIHHV7KHVHFRQGPHWKRGLVWKDWWKH,VODPLFEDQNVFKDUJHRQO\WKHDFWXDOFRVWVLQFXUUHGLQLVVXLQJWKH,VODPLF
6*$FFRUGLQJWRWKHPDMRULW\RIMXULVWVJXDUDQWHHFRQWUDFWZKLFKLVEDVHGRQkafalahFRQWUDFWFDQQRWFKDUJHDQ\IHHV
RUUHPXQHUDWLRQEHFDXVHkafalahLVFRQVLGHUHGDVRQHRI‘uqud al-tabarru’atFRQWUDFWRIJUDWXLW\+RZHYHURWKHU
MXULVWVSHUPLWWKHEDQNVLQFKDUJLQJIHHVRUFRPPLVVLRQRQJXDUDQWHHWRDEVRUEDGPLQLVWUDWLYHFRVWRUH[SHQVHV$\XE


3.2 Shariah issues involving Islamic SG  

2QFHWKH,VODPLF6*LVLVVXHGE\WKHEDQNWKHSRUWZLOOUHOHDVHWKHJRRGVWRWKHFXVWRPHU7KHFXVWRPHUZLWKWKH
/&MurabahahIDFLOLW\QHHGVWRH[HFXWHWKHmurabahahILQDQFLQJFRQWUDFWZLWKWKHEDQNRQFHKHUHFHLYHGWKHELOORI
ODGLQJ LQ RUGHU WR JHW ILQDQFLQJ IRU WKH JRRGV 7KHUH DUH RWKHUmurabahah IDFLOLWLHV RIIHUHG E\ ,VODPLF EDQNV LQ
0DOD\VLDVXFKDVMurabahah:RUNLQJ&DSLWDO)LQDQFLQJ7UXVW5HFHLSWMurabahah DQG7UDGHMurabahah2QFHWKH
,VODPLF6*LVLVVXHGWKH,VODPLFEDQNKDVWRH[HFXWHWKH/&MurabahahILQDQFLQJFRQWUDFWDWWKHPRVWDSSURSULDWH
WLPH7KHUH DUH WZR GLIIHUHQW SUDFWLFHV DPRQJ ,VODPLF EDQNV UHODWHG WR WKLVPDWWHU 5 SHUVRQDO FRPPXQLFDWLRQ
6WDQGDUG&KDUWHUHG6DDGLT%HUKDG5HIHUULQJWRWDEOHEHORZWKHUHDUHVHYHQ,VODPLFEDQNVRXWRIWZHOYH
ZKLFKSUDFWLFHWKHH[HFXWLRQRI/&MurabahahILQDQFLQJFRQWUDFWWRJHWKHUZLWK,VODPLF6*LVVXDQFH2QWKHRWKHU
KDQG ILYH ,VODPLFEDQNVRXWRI WZHOYHSUDFWLFH WKH VHFRQG VFHQDULRZKLFK LV H[HFXWLQJ/&Murabahah ILQDQFLQJ
FRQWUDFWDIWHUWKHDFFHSWDQFHRIWKHELOORIODGLQJRUWKHGRFXPHQW

7DEOH7KHH[HFXWLRQRIOHWWHURIFUHGLWmurabahah ILQDQFLQJZLWKVKLSSLQJJXDUDQWHHLVVXDQFH
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1R<HV
%HUKDG

+6%&$PDQDK0DOD\VLD%HUKDG1R<HV

$IILQ,VODPLF%DQN%HUKDG1R<HV

0D\EDQN,VODPLF%HUKDG1R<HV
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
&,0%,VODPLF%DQN%HUKDG1R<HV

6WDQGDUG&KDUWHUHG6DDGLT%HUKDG1R<HV

$OOLDQFH,VODPLF%DQN%HUKDG1R<HV


7KHUHDUHIHZUHDVRQVZK\VRPH,VODPLFEDQNVFRQGXFWWKH/&MurabahahILQDQFLQJFRQWUDFWZLWKWKHFXVWRPHU
ZKHQWKH\LVVXH,VODPLF6*$FFRUGLQJWR5SHUVRQDOFRPPXQLFDWLRQIURP.XZDLW)LQDQFH+RXVH0DOD\VLD
%HUKDGWKHPDLQUHDVRQLVEHFDXVHWKH,VODPLFEDQNZDQWVWRDYRLGULVNLIWKHFRQWUDFWRI/&MurabahahILQDQFLQJLV
QRWH[HFXWHGZLWKWKHLVVXDQFHRI6*ZKHUHWKHUHLVDSRVVLELOLW\WKDWWKHFXVWRPHUPD\GLVDSSHDUZLWKWKHJRRGV
ZLWKRXWVLJQLQJWKHFRQWUDFWRIILQDQFLQJ5SHUVRQDOFRPPXQLFDWLRQIURP0D\EDQN,VODPLF%HUKDGFODLPV
WKDW WKHUH LV D SRVVLELOLW\ ZKHUH WKH FXVWRPHU PD\ FKDQJH WKH FRQGLWLRQ RI JRRGV VXFK DV UDZ PDWHULDOV WR WKH
PDQXIDFWXUHGIRUPRUWKHJRRGVLVQRORQJHULQWKHH[LVWHQFHRUSRVVHVVLRQRIWKHFXVWRPHU7KLVVLWXDWLRQPD\OHDG
WRDQRWKHUUHDVRQZKLFKLVDSRVVLEOH6KDULDKLVVXHEHFDXVHLWLVYHU\LPSRUWDQWIRUWKHEDQNHUWRHQVXUHWKHH[LVWHQFH
RIJRRGVGXULQJWKHH[HFXWLRQRI/&MurabahahILQDQFLQJFRQWUDFW5+6%&$PDQDK0DOD\VLD%HUKDGSHUVRQDO
FRPPXQLFDWLRQ
$WWKHVDPHWLPHWKHIRUPRUVKDSHRIWKHJRRGVPXVWEHVLPLODUWRWKHVSHFLILFDWLRQVWDWHGLQWKHFRS\RIWKHVDOH
FRQWUDFWRUWKHLQYRLFH2QHRIWKHILYHSLOODUVRIWUDGHLQ,VODPLVWKHH[LVWHQFHRIJRRGVGXULQJWKHFRQWUDFWH[HFXWLRQ
LQRUGHU WRDYRLGXQFHUWDLQW\DQGGLVSXWHRQWKHFRQGLWLRQRI WKHJRRGV6DELTDO=XKD\OL7KXV WKH
FRQGLWLRQRIJRRGVLQWKH/&MurabahahILQDQFLQJFRQWUDFWFDQEHUHFRJQL]HGWKURXJKDFRS\RIGRFXPHQWVVXFKDV
WKHFRS\RIVDOHFRQWUDFWRULQYRLFHUHSUHVHQWLQJWKHIHDWXUHVDQGRZQHUVKLSRIWKHJRRGV5&,0%,VODPLF%DQN
%HUKDGSHUVRQDOFRPPXQLFDWLRQ
$VIRUWKHVHFRQGSUDFWLFHZKHUHVRPH,VODPLFEDQNVH[HFXWHWKH/&MurabahahILQDQFLQJFRQWUDFWDIWHUWKH
DFFHSWDQFHRIWKHRULJLQDOELOORIODGLQJLWLVYHU\FUXFLDOIRUWKHEDQNVWRKROGWKHELOORIODGLQJDVWKHHYLGHQFHRU
SURRIRIWKHRZQHUVKLSRYHUWKHJRRGV$FFRUGLQJWR5SHUVRQDOFRPPXQLFDWLRQIURP$VLDQ)LQDQFH%DQN
%HUKDGWKHRQO\GRFXPHQWWKDWFDQOHDGWRWKHWUDQVIHURIRZQHUVKLSLVZLWKWKHPDQLIHVWDWLRQRIWKHRULJLQDOGRFXPHQW
(YHQWXDOO\ WKH ELOO RI ODGLQJ LV WKH SURRIRI WKH DFWXDO RZQHUVKLS RI WKH JRRGV DQG LW FDQEH DFFHSWHG LQ WKH/&
MurabahahILQDQFLQJFRQWUDFW5SHUVRQDOFRPPXQLFDWLRQ5+%,VODPLF%DQN%HUKDG$GGLWLRQDOO\ZKHQ
WKH,VODPLFEDQNLVVXHV/&LWZLOOQRWGHDOZLWKWKHJRRGVWKXVWKHGRFXPHQWVDUHSHUWLQHQWWRDYRLGDQ\GLVFUHSDQFLHV
ZKHUHWKHEDQNFDQQRWKRQRXUWKHSD\PHQWWRWKHVHOOHUH[SRUWHU2QHRIWKHH[DPSOHVRIGLVFUHSDQFLHVLVZKHQWKH
QDPHRIWKH,VODPLFEDQNDVWKHRZQHURIWKHJRRGVLVQRWVWDWHGLQWKHELOORIODGLQJRUWKHEDQN¶VQDPHLVZURQJO\
VSHOOHGE\WKHVHOOHUH[SRUWHU,IWKLVKDSSHQVWKH/&MurabahahILQDQFLQJFRQWUDFWFDQEHFRQVLGHUHGDVQXOODQG
YRLGEHFDXVHWKH,VODPLFEDQNFDQQRWVHOOWKHJRRGVZKLFKGRHVQRWEHORQJVWRLWHadithRIWKH3URSKHW3%8+ZKLFK
PHDQV³'RQRWWUDGHZKDW\RXGRQRWRZQ´DO7DUPLGKLQGDO4D]ZD\QLQG
%RWK SUDFWLFHV KDYH WKHLU RZQ UDWLRQDOHV DQG LVVXHV LQ WKH RSHUDWLRQ +RZHYHU WKH EHVW SUDFWLFH KDV WR EH
GHWHUPLQHGEHWZHHQWKHWZR2QHIDPRXVOHJDOPD[LPLVUHIHUUHGWR,QWKHSUHVHQFHRIWZRHYLOVWKHRQHZKRVH
LQMXU\LVJUHDWHULVDYRLGHGE\WKHFRPPLVVLRQRIWKHOHVVHU/DOGLQ0RKDPDG$NUDPHWDO7KXVEDVHGRQ
WKHUHDVRQVIURPWKHWZRSUDFWLFHVLWFDQEHFRQFOXGHGWKDWWKHVHFRQGSUDFWLFHKDVJUHDWHUKDUPDVFRPSDUHGWRWKH
ILUVWSUDFWLFH$SSDUHQWO\WKHJRRGVPD\QRORQJHUH[LVWRULWPD\EHWUDQVIRUPHGWRRWKHUIRUPLIWKH/&Murabahah
ILQDQFLQJFRQWUDFWLVH[HFXWHGDIWHUWKHDFFHSWDQFHRIWKHRULJLQDOELOORIODGLQJ2EYLRXVO\WKHILUVWSUDFWLFHFDQEH
DFFHSWHGIURPWKH6KDULDKSRLQWRIYLHZ7KH/&Murabahah ILQDQFLQJFRQWUDFWFDQVWLOOEHH[HFXWHGZLWKRXW WKH
RULJLQDOELOORIODGLQJ,QIDFWWKHDEVHQFHRIWKHRULJLQDOELOORIODGLQJLVUHSODFHGE\WKHFRS\RIWKHVDOHFRQWUDFWRU
WKHLQYRLFHZKLFKLVDFFHSWHGDVWKHHYLGHQFHRIWKHRZQHUVKLSRIWKHJRRGV7KLVSUDFWLFHLVFRQVLGHUHGWUDGHFXVWRP
µurf tijari LQ LQWHUQDWLRQDO WUDGH LQ ,VODPLFEDQNV)XUWKHUPRUH LW LVYHU\XQOLNHO\ IRU WKHVHOOHUH[SRUWHU WRPDNH
PLVWDNHVDERXWWKHLQIRUPDWLRQRQWKHELOORIODGLQJLQRUGHUIRUKLPWRJHWSD\PHQWIURPWKH/&MurabahahILQDQFLQJ
,IVRPH,VODPLFEDQNVVWLOOZDQWWRFRQWLQXHZLWKWKHVHFRQGSUDFWLFHWKH\ZLOOKDYHWRSXWVRPHFRQGLWLRQVRQ
WKHFXVWRPHUWRUHPDLQWKHFRQGLWLRQRIWKHJRRGVEHIRUH/&MurabahahILQDQFLQJFRQWUDFWLVFRQFOXGHG+HQFHLQ
RUGHUWRDYRLGDQ\SUREOHPRU6KDULDKLVVXH%DQN1HJDUD0DOD\VLDKDVWRHVWDEOLVKDVWDQGDUGRUJXLGHOLQHVIRU,VODPLF
6*HVSHFLDOO\ZKHQLWLQYROYHVWKH/&MurabahahILQDQFLQJFRQWUDFW

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3.3 Liabilities of Islamic SG 
1RWDEO\DOO,VODPLFEDQNVDUHXVLQJkafalahFRQWUDFWLQWKHLU,VODPLF6*%HLQJDJXDUDQWHHIDFLOLW\,VODPLF6*
OLDELOLW\UHPDLQVZLWKWKHEDQNDVORQJDVWKHFXVWRPHUUHWDLQVWKH6*$FFRUGLQJWR5SHUVRQDOFRPPXQLFDWLRQ
IURP%DQN0XDPDODW0DOD\VLD%HUKDGWKHNH\SUREOHPRI,VODPLF6*LVFRQFHUQLQJWKHULVNH[SRVXUHIRUWKH
,VODPLFEDQNVGXHWRWKHDEVHQFHRI6*H[SLU\GDWH2QFHDQ,VODPLFEDQNLVVXHVWKH,VODPLF6*LWKDVQRFDSDFLW\WR
VLPSO\FDQFHOWKH6*,VODPLFDVZHOODVFRQYHQWLRQDO6*FDQRQO\EHFDQFHOOHGLIWKHFXVWRPHUVHQGVWKHRULJLQDOELOO
RIODGLQJWRWKHVKLSSLQJFRPSDQ\RUSRUWDXWKRULW\DQGUHWXUQVWKH6*WRWKHEDQN7KHEDQNKDVWKHREOLJDWLRQIRUWKH
LVVXDQFHRIERWK6*WRWKHVKLSSLQJFRPSDQ\RQDQ\FRVWIRUWKHPD[LPXPSHULRGRI\HDUVDVLQWKH³VWDWXWHRI
OLPLWDWLRQ´LIWKH\DUHQRWUHWXUQHGE\WKHFXVWRPHU6LQFH,VODPLF6*LQDQLQGHPQLW\WKHHIIHFWLVPRUHWKDQEDQN
JXDUDQWHHDV VWDWHG LQ WKH µFRQWUDFWRI LQGHPQLW\¶ LQ6HFWLRQRI WKH&RQWUDFW$FW3KHQJ/DZVRI
0DOD\VLDQG
$FFRUGLQJWR5SHUVRQDOFRPPXQLFDWLRQWKHLQGHPQLW\¶VHIIHFWRUULVNRILVVXLQJ,VODPLF6*LVYHU\JUHDW
DVFRPSDUHGWREDQNJXDUDQWHH¶VLVVXDQFH7KXVLWLVDFRPPRQSUDFWLFHDPRQJ,VODPLFEDQNVZKHUHWKH\ZLOORQO\
SURYLGHWKH,VODPLF6*IDFLOLW\WRWKHFXVWRPHUZKRDOUHDG\KDVWKH,VODPLF/&IDFLOLW\ZLWKWKHEDQN,VODPLF6*LV
LVVXHGE\WKHEDQNZLWKQRGHVFULSWLRQRQWKHOLPLWRIDPRXQWDQGQRWHQXUHVSHFLILHGXQOLNH,VODPLF%DQN*XDUDQWHH
%*ZKLFKKDV WKHJXDUDQWHHDPRXQWDQGVSHFLILF WLPH OLPLW 5SHUVRQDOFRPPXQLFDWLRQ%DQN,VODP0DOD\VLD
%HUKDG7KH,VODPLFEDQNVKDYHWRKRQRXUDQ\FODLPRQDQ\DPRXQWLIWKHDFWXDORZQHURIWKHELOORIODGLQJ
FODLPVIURPWKHVKLSSLQJFRPSDQ\
%DVHGRQWKHLQWHUYLHZVZLWKWKHEDQNHUVWKUHHEDQNHUVFODLPHGWKDWWKHUHZDVDQH[SLU\GDWHPHQWLRQHGLQ,VODPLF
6*ZKLOHQLQHEDQNHUVIURPWKH,VODPLFEDQNVUHYHDOHGWKDWQRH[SLU\GDWHVWDWHGLQ,VODPLF6*7KHVWDQGDUGSUDFWLFH
LQWKHEDQNVLVWKHFXVWRPHUKDVWRUHWXUQDQGFDQFHOWKH,VODPLF6*ZLWKWKHEDQNLQWKUHHPRQWKV¶WLPH,IQRWSHQDOW\
ZLOOEHFKDUJHGWRWKHFXVWRPHU5SHUVRQDOFRPPXQLFDWLRQ7KHEDQNHUVZLOODOVRIROORZXSIUHTXHQWO\ZLWK
WKHFXVWRPHUVRQWKHLUVWDWXVRI,VODPLF6*WRDYRLGDQ\SUREOHP5SHUVRQDOFRPPXQLFDWLRQ0D\EDQN,VODPLF
%HUKDG1RUPDOO\RQFHWKHFXVWRPHUUHFHLYHVWKHRULJLQDOELOORIODGLQJIURPWKHVHOOHUH[SRUWHUKHZLOOGLUHFWO\
UHWXUQWKHGRFXPHQWVWRWKHEDQNWRDYRLGDQ\H[WUDFKDUJHVE\WKHEDQN7KHQLQHEDQNHUVH[SODLQHGWKDW,VODPLF6*
FDQQRWKDYHWKHH[SLU\GDWHDQGQRDPRXQWVWDWHGDOWKRXJKWKHFRQWUDFWRUGLQDQFHPHQWLRQVDERXWWKHUHTXLUHPHQWRI
HYHU\FRQWUDFWWRKDYHDVSHFLILHGGDWHEHFDXVHWKLVNLQGRILQGHPQLW\LVGLIIHUHQWIURPDQ\RWKHUJXDUDQWHH,QGHHG
,VODPLF6*LVHIIHFWLYHDVORQJDVWKHVKLSSLQJFRPSDQ\GRHVQRWUHFHLYHWKHRULJLQDOELOORIODGLQJIURPWKHFXVWRPHU
5SHUVRQDOFRPPXQLFDWLRQ,I,VODPLF6*KDVDQH[SLU\GDWHWKHVKLSSLQJFRPSDQ\KDVWREHDUDQ\FODLP
DIWHUWKHH[SLU\GDWHEHFDXVHWKHEDQNKDVQRPRUHREOLJDWLRQVWRZDUGVWKH6*7KLVLVWKHPDLQUHDVRQZK\WKH,VODPLF
6*KDVQRH[SLU\GDWHDQGWKHRQO\ZD\WRFDQFHOLWLVE\SUHVHQWLQJWKHRULJLQDOELOORIODGLQJWRWKHVKLSSLQJFRPSDQ\
DQGUHWXUQVWKH6*WRWKHEDQN5SHUVRQDOFRPPXQLFDWLRQ$IILQ,VODPLF%DQN%HUKDG
8QGHQLDEO\WKHUHLVDQHOHPHQWRIghararLQWKHLVVXDQFHRI,VODPLF6*SDUWLFXODUO\ZKHQWKHUHLVQROLPLWRIWKH
JXDUDQWHHGDPRXQWDVZHOODVWKHWHQXUHSHULRGRIWKHJXDUDQWHH,Q,VODPLF6*gharar LVLGHQWLILHGWKURXJKWKHEDQN¶V
H[SRVXUHRIULVNLQWKHFDVHRIH[FHVVLYHDQGXQUHDVRQDEOHFODLPIURPWKHVKLSSLQJFRPSDQ\RQEHKDOIRIWKHRZQHU
RIWKHRULJLQDOELOORIODGLQJ6HFXULWLHV&RPPLVVLRQ3URKLELWLRQRIghararLVFOHDUO\PHQWLRQHGLQDhadithRI
WKH3URSKHW 3%8+ZKLFKPHDQV ³9HULO\ WKH3URSKHW 3%8+SURKLELWV SHEEOH WUDGH hasah DQGgharar VDOH´
0XVOLP
&RQVHTXHQWO\WKHEDQNV¶H[SRVXUHWRJUHDWULVNLQLVVXLQJWKH,VODPLF6*KDVWREHFDUHIXOO\GHDOWZLWK2QHRIWKH
OHDGLQJ,VODPLF OHJDOPD[LPVFODULILHG WKDW³KDUPPXVWEHHOLPLQDWHG´ /DOGLQHWDO ,W LVXQGRXEWHGO\ WKDW
VKLSSLQJ JXDUDQWHH RULJLQDOO\ LV WKH SURGXFW RI WKH ,QWHUQDWLRQDO&KDPEHU RI&RPPHUFH ,&& 1HYHUWKHOHVV WR
HOLPLQDWHWKHHOHPHQWRIgharar DQGKDUPLQWKHLVVXDQFHRI,VODPLF6*WKHkafalahFRQWUDFWLQ6*PD\EHUHVWULFWHG
WRVRPHIRUPRILWVJXDUDQWHHIHDWXUHVE\FHUWDLQJXLGHOLQHVDO=XKD\OL+HQFHWRSURWHFWWKHEDQNV¶LQWHUHVWV
VRPHFODULILFDWLRQRQWKHOLPLWDWLRQRIDPRXQWLQWKHFODLPRYHU,VODPLF6*DQGVSHFLILFWLPHOLPLWVKRXOGEHVSHFLILHG
FOHDUO\LQWKHFRQWUDFW$VSHFLILFJXLGHOLQHIRUWKHRSHUDWLRQRI,VODPLF6*VKRXOGEHHVWDEOLVKHGE\%DQN1HJDUD
0DOD\VLDWRSURYLGHEHVWSUDFWLFHWRDOO,VODPLFEDQNV
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&RQFOXVLRQ
7KHUHDUHVLPLODULWLHVEHWZHHQWKHFRQYHQWLRQDODQG,VODPLF6*DSDUWIURPWKHIDFWWKDWWKHXQGHUO\LQJFRQWUDFWLV
EDVHGRQWKHSULQFLSOHVRI,VODPLQDGGLWLRQWRWKHIHHVFKDUJHIRUWKHLVVXDQFHWKXVFUHDWLQJWKHIRXQGDWLRQRI,VODPLF
6*$IHZLVVXHVRI,VODPLF6*DUHKLJKOLJKWHGLQWKLVSDSHU,VODPLFEDQNVKDYHWRUHVROYHDQ\LVVXHVUHODWHGWRWKHLU
RSHUDWLRQSDUWLFXODUO\ LQ,VODPLF6*HVSHFLDOO\ LI LW LQYROYHV6KDULDK LVVXHV,W LVDQRUPDOSUDFWLFHDPRQJ,VODPLF
EDQNVWRKDYHGLIIHUHQWSUDFWLFHVLQWKHLUEDQNLQJRSHUDWLRQ+RZHYHU%DQN1HJDUD0DOD\VLDSOD\VDQLPSRUWDQWUROH
WRFRPHRXWZLWKWKHEHVWSUDFWLFHLQDIRUPRIVSHFLILFJXLGHOLQHVRQ,VODPLF6*IRUDOO,VODPLFEDQNVHVSHFLDOO\WR
GHDOZLWKVRPHSRWHQWLDO6KDULDKLVVXHVGLVFXVVHGLQWKLVSDSHU
5HIHUHQFHV
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